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I. THE NATIONAL HOUSING 
MARKET
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New Home Sales Continue to Fall:
Back to 1981 Pace 
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2008 = 464,000 (Annual Pace)
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New Home Supply “Overhang”:
Absolute Numbers Are Declining
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Resale Supply Has Leveled Recently.
Can We Work Off More Supply in 2009?
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Months of supply has decreased 
from 10.0 in Sept. 2007 to 9.4 in 
Sept. 2008.
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Starts at 1991 and 1981 Levels
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U.S. Housing Rebound: Can It Start After 2009?
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National Foreclosures Still High
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There are about 2 million more homeowners 
today than long-term trends would indicate 
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II. THE SAN DIEGO MARKET
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San Diego’s Residential Permits are at the 
Lowest Level Since WWII
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2004 15,587
2005 14,306 -8%
2006 9,194 -36%
2007 7,461 -19% 
2008P 5,804 -22%

2004 15,587
2005 14,306 -8%
2006 9,194 -36%
2007 7,461 -19% 
2008P 5,804 -22%
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Total New and Existing Home Sales Back to ’95 Levels
San Diego

Source: Dataquick; Hanley Wood; Sullivan Group Real Estate Advisors
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Active Projects Have Declined 40% 
in the Past 24 Months

San Diego: Jan 2005 to Sept 2008

Source: Hanley Wood; Sullivan Group Real Estate Advisors
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Most New Attached Inventory in Central Submarket
September 2008
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New Detached Inventory is Generally Low
September 2008
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Total Existing Sales Volume Has Been 
Down For Over Four Years in San Diego
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There is a 4.9 Month Supply of Resale Units
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Oct ’08 Listings 16,388
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Foreclosures Have Jumped Sharply in 
San Diego County

Source: Real Estate Research Council; CAR; Sullivan Group Real Estate Advisors
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Notices of Default in San Diego County

Source: InnoVest Resource Mgmt; Sullivan Group Real Estate Advisors
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A Growing Percent of Overall Transactions 
(Oct. ’08 = 12.7%)

0
5,000

10,000
15,000
20,000
25,000

Se
p-9

1
Se

p-9
2

Se
p-9

3
Se

p-9
4

Se
p-9

5
Se

p-9
6

Se
p-9

7
Se

p-9
8

Se
p-9

9
Se

p-0
0

Se
p-0

1
Se

p-0
2

Se
p-0

3
Se

p-0
4

Se
p-0

5
Se

p-0
6

Se
p-0

7
Se

p-0
8

0%
5%
10%
15%
20%
25%

Tr
us

tee
 D

ee
ds

 as
 %

 of
 A

ll D
ee

ds

All Deeds Notices of Default Trustee's Deed TD % of all Deeds
Source: InnoVest Resource Mgmt; Sullivan Group Real Estate Advisors

Sep. & Oct. an aberration due 
to new state requirement 
which requires lenders to 

contact homeowners 30 days 
prior to filing. 
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III. THE SOUTH COUNTY 
MARKET

III. THE SOUTH COUNTY 
MARKET
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Residential Building Permits
Chula Vista, CA
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South County New Home Sales
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South County’s Share of 
New Home Sales Has Decreased
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South Bay’s Median Home Prices Dropping

$0
$100,000
$200,000
$300,000
$400,000
$500,000
$600,000
$700,000
$800,000
$900,000

1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008*
San Diego South Bay Detached South Bay Attached

2008* is averaged through through September.                    
Source: Hanley Wood; Sullivan Group

Median Detached Price
2006 Peak - $773,019
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% Change – (-26%)
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Average Base Prices
September 2008
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Attached Projects and Sales Rate
South Bay
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3Q2008
Projects – 17

Sales Rate – 0.5

3Q2008
Projects – 17

Sales Rate – 0.5
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Detached Projects and Sales Rate
South Bay
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San Diego Notices of Default

Note: Zip codes ranked out of 100 zips.                      
Source: DataQuick; MapPoint; Sullivan Group

Zip Code NOD's Rank
92154 938 1
91913 871 3
91911 817 6
91977 799 7
91910 675 8
91915 650 9
91914 385 23
92019 332 27
92116 167 51
91978 99 66

Zip Code NOD's Rank
92154 938 1
91913 871 3
91911 817 6
91977 799 7
91910 675 8
91915 650 9
91914 385 23
92019 332 27
92116 167 51
91978 99 66
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San Diego Foreclosures

Note: Zip codes ranked out of 100 zips.                      
Source: DataQuick; MapPoint; Sullivan Group

Zip Code Foreclosures Rank
92154 594 2
91913 547 3
91911 510 5
91977 493 7
91910 381 9
91915 382 8
91914 213 26
92019 190 29
92116 105 49
91978 52 66

Zip Code Foreclosures Rank
92154 594 2
91913 547 3
91911 510 5
91977 493 7
91910 381 9
91915 382 8
91914 213 26
92019 190 29
92116 105 49
91978 52 66
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San Diego REO Resales

Note: Zip codes ranked out of 100 zips.                      
Source: DataQuick; MapPoint; Sullivan Group

Zip Code REOs Rank
91913 360 2
92154 331 3
91911 311 5
91977 275 7
91915 245 8
91910 235 9
91914 136 22
92116 71 45
92019 40 61
91978 37 63

Zip Code REOs Rank
91913 360 2
92154 331 3
91911 311 5
91977 275 7
91915 245 8
91910 235 9
91914 136 22
92116 71 45
92019 40 61
91978 37 63
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IV. CONCLUSIONS
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Housing Cycles Have 5 Parts

Source: Sullivan Group Real Estate Advisors
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Challenges:
� Inventory
� Price Erosion
� Debt Load
� Job Losses
� Liquidity
� Low Confidence
� Low Interest Rate

There is no independent variable.
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Evolving Product

1,083 sf 1,383 sf 2,171 sf
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Rx for Stability and Recovery
• The focus: jobs and foreclosures
• Inflation worries soften

– Lower oil costs
– Lower interest rates

• Banks take an active role in repricing
• Confidence Upswing?

– Unprecedented national and international policy cooperation
– New administration
– New year

• Wild Card: The Commercial Market
Source: Sullivan Group
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We still have pain ahead but 
Why is there opportunity in Southern California?

• The classic fundamentals are still in place:
– Weather
– Quality of Life
– Improved affordability

• Supply is being consumed (and we really do have a 
“limited” lot supply)

• Land is being looked at as a liability again……
• There are varying levels of “reboundability”.
• REO Homes selling below replacement cost in So Cal

Source: Sullivan Group
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